This paper examined the effects of value relevance of financial statements on firms share price in Nigeria. In achieving the objectives of this research, the fact book from the Nigerian Stock Exchange Market and the audited financial statement of listed banks spanning the period 2010-2014 were used. Also, a total of 15 listed banks in the Nigerian stock exchange market were selected and analyzed for the study using the purposive sampling method. However, in analyzing the research hypotheses, the study adopted the use of both descriptive statistics and the use of Fixed Effects Panel data method of data analysis technique. Findings from the study showed that a significant positive relationship existed between earnings per share (EPS) and Last day share price (LDSP). The study recommends the need for banks in the country to improve on the quality of earnings reported, since it has a stronger ability to explaining share prices of firm.
Introduction


Organizations are basically responsible for the preparations of their financial statements and, thus, need to ensure that the statements represent the actual financial status or position of their firm. The main objective of accounting information is to help investors in making informed investment decision-making more effective and efficient. Consequently, financial statement fundamentally summarizes business transactions and other events, as they relate to the performance of organisations. Value relevance here is measured by its ability to summarize accounting information (Francis & Schipper, 1999) . For financial reports to be relevant, the information content must be relevant in investment decision-making. Thus, from an investor's perspective, only information that contributes to the investment decisions of an investor is important (Omokhudu & Ibadin, 2015) .
Value relevance as a notion is based on the pillars of relevance and reliability. It involves the ability of accounting numbers to summarize the information underlying the stock prices. It describes the relationship between financial information and stock prices (Liu & Liu, 2007) . Basically, listed firms use financial statements as one of their major avenue for communicating financial information to their shareholders and the public at large (Nassar, Uwuigbe, Uwuigbe & Abuwa, 2014). Accounting information is described or seen as relevant when it influences the users' decisions to form an opinion (Uwalomwa, Uwuigbe & Okorie, 2015) . It ensures that firms remain credible in the mind of investors and shareholders. Value relevance needs to be accessed in order to determine the usefulness of financial information to investors (Papadaki & Siougle, 2007) . The market valuation of a firms stock is one of the most important criteria in describing a firm's value. Therefore, the maximization of prices of a firm stock is the main aim of most organizations in achieving their credibility and reliability in the mind of investors. Consequently, the value of a firm is based on how the market perceives its performance.
Extant studies on value relevance of accounting information have recently pinched attention of both the academia and practitioners, precisely, during the global financial crisis of [2007] [2008] [2009] (Krishnan and Krishnan, 2013; Uwuigbe, Uwuigbe & Daramola, 2014) . Prior research from relevant literatures show that the importance of the capital market can never be overemphasized, since it serves as an engine of growth and development to any economy. Over the years, extant literatureshave examined the value relevance of accounting information. For example, Collins et al. (1997) avowed that due to the transition from industrialized economy to high-tech oriented economy, financial statements have lost their relevance. However, there are contradicting opinions or inferences on the direction of change in value relevance. Francis and Schipper (1999) in a related study noted an increasing trend in the value relevance of accounting information. On the contrary, Lev and Zarowin (1999) , Core et al. (2003) , Vishnani & Shah (2008), Kormendi & Lipe (1987) , Sharma, Kumar and Singh (2012) in a related study avowed a decline in the value relevance of accounting information. This lacuna in the literature coupled with the series of major corporate failures and financial scandals in the US, Europe and Africa provides a basis for this study from an emerging economy like Nigeria that is currently experiencing recession and coupled with the continuous fall in prices of stock in the capital market. This study thus, investigates the effects of value relevance of financial statements on firms share price in Nigeria.
The remaining part of this paper has been organized as follows: section 1 basically looked at extant literatures relevant to this study and the development of hypotheses to be tested in the study. Section 2 describes the methodology adopted for the study. Section 3 provides discussion of the various findings, while final section provides insights into the conclusion and recommendations from the study.
Conceptual framework
Concept of value relevance.
A financial statement (or financial report) is a formal record of the financial activities and position of a business, person, or other entity. Relevant financial information is presented in an organized manner and in a form easy to comprehend. Financial statements have the ability to perform a number of functions. They basically provide financial aid to managers in decision-making, measurement or evaluation of a firm's performance, and also to portray a firm's value. Thus, for disclosed financial information to be useful, it must be relevant and faithfully represent what it purports to represent. The usefulness of financial information is enhanced if it is comparable, verifiable, timely and understandable (Conceptual Framework, 2010).
A state of "value-irrelevance" occurs if the financial figures or information obtained from the annual reports of companies do not affect or determine the stock prices, stock returns or other market indicators (Vishnani & Shah, 2008) . While some studies have ascertained that certain accounting numbers show stronger relationships between share prices, others show weak relationships, and some even show a negligible relation when compared. Highlights on the value relevance of financial statements research, can be traced to the works of Ball and Brown (1968) , Ohlson (1995) , and a few other accounting researchers. These researchers proved that stock prices, returns, and other stock market indicators are associated with accounting numbers (Liu & Liu, 2007) . According to Francis & Schipper (1999) , there are four diverse methods to view financial statement value relevance. The first view is characterized by the determination of the value of a company's shares or securities through fundamental analysis. Fundamental analysis involves analyzing financial statements to determine a firm's value and growth potential. Companies look into their financial, economic and qualitative factors, in an attempt to carry out fundamental analysis and, in the process, determine their intrinsic value.
According to Francis & Schipper (1999) , the determination of the value will eventually affect the market prices and cause market prices to drift. Hence, the market share price or value eventually digresses towards the calculated intrinsic share value (Nilsson, 2003; Ou & Penman, 1989) . Ou & Penman (1989) opined that the intrinsic share values calculated identifies values that the market share prices do not contain. This is why Nilsson (2003) classified this view as the fundamental analysis view of value relevance. On the long run, value relevance occurs, since the financial statement information that underwent fundamental analysis will eventually affect stock prices. In the second interpretation, value relevance occurs when accounting variables are predicted and used in valuation models. Information in accounting is described as relevant if it helps to provide or determine values related to a valuation model or theory. In the third view, accounting information is value relevant, if it aids investors in determining share prices or valuing shares. In Nilsson's perspective, this third view, which he calls information view of value relevance proffers that accounting information is value relevant if it causes the market value of shares to fluctuate once it is released (Nilsson, 2003) . Nilsson calls the fourth view Francis and Schipper (1999) put forward the measurement view of relevance (Nilsson, 2003) . Here, value relevance of financial statements is seen as the ability of accounting data to provide information, relating to the firm's value. This view believes that value relevance can be measured by the total market reaction to accounting variables.
The Nigerian capital market.
The capital market is simply described as a market that offers services for mobilizing and dealing in medium and long-term funds. The actors on the capital market are the operators who act as mediators amid the providers of the funds and the fund users. They include, Securities Exchanges, Brokers/Dealers, Issuing Houses, Registrars and Investment Advisors. It also provides an avenue to channel the wealth of savers to those who can put it to long-term productive use. In an attempt to make funds available and accessible for economic development and growth, the Securities and Exchange Commission was established in 1979 by the Securities and Exchange Commission Decree (this decree was re-enacted in 1988 as Securities and Exchange Commission Decree no. 29 of 1988. The basic idea is to protect investors as well developing the capital market. Currently, is guided by the the Investments and Securities Act, 2007 which aims at providing a more efficient and viable capital market positioned to meet the country's economic and developmental needs. 
Securities and Exchange
Commission. The Securities and Exchange Commission by virtue of Sec
Development of hypotheses.
Based on the evidence of a declining value relevance of accounting information coupled with the lacuna in extant literature, the following hypotheses stated in the null form will be tested in this study. 
Methodology
In achieving the objectives of this research, data from the Nigerian Stock Exchange, Fact book and audited annual financial statement of the selected listed banks covering the period 2010-2014 were analyzed. The choice of these periods arises based on the capital market crash observed during the period coupled with the plethora of corporate frauds cases observed during the period. More so, using the purposive sampling technique a total of 15 listed banks were selected based on the availability of data. However, the study employed the use of Fixed Effects Panel data method of analysis technique. This is due to the fact that it provides researchers with large number of data and allows variables to be observed across time. In addition, according to Hsiao (2014), a longitudinal or panel data set is one that follows a given sample of individuals over time, and thus provides multiple observations on each individual in the sample.
Model specification.
In order to examine the relationship between value relevance of financial statements and share prices of firms, a Modified Edwards Bell Ohlson (EBO) model equation was used. The EBO model is adapted and modified to suit the study. The two constructs involved include value relevance of financial statements and share prices of firms Listed on the Nigerian Stock Exchange.
The EBO model adapted is represented as (Maska, 2011) :
where SP -dependent variable (share prices of firms listed), EPS -earnings per share, BVPS -book value of equity capital, ß 0 -intercept, ß 1 and ß 2 -regression coefficients with unknown values, e -error term.
Explicitly, this equation (1) can be defined as;
The modified EBO model contains the additional variable, return on net worth. Hence, by representing equation two (2) 
The above can be expressed as:
where LDSP -last day share price, EPS -earnings per share, BVPS -book value of equity capital, RONW -return on net worth, ß -coefficient of parameters, e -error term, which captures other explanatory variables not explicitly included in the model.
Discussion of findings
The descriptive statistics as presented in Note: LDSP = last day share price, EPS = earnings per share, BVPS = book value per share, RONW = return on net worth.
Source: computed output STATA 14 (2016).
Multicollinearity tests/correlation analysis results. The test for multicollinearity was carried out before analyzing the regression model. According to Field (2000) , this test is necessary, because mul-ticollinearity can affect the parameters of a regression model. Adeyemi & Fagbemi (2010) and Uwuigbe, et al. (2015) suggested that a tolerance value less than 0.1 indicates a serious multicollinearity problem between the independent variables. Nevertheless, since all values are more than 0.10, there is no issue of multicollinearity between the independent variables, as depicted in Table 2 . Also, Myers (1990) suggested that a variance inflation factor (VIF) value greater than 10 calls for concern, however, for this study, the VIF values are less than 10. Note: LDSP = last day share price, EPS = earnings per share, BVPS = book value per share, RONW = return on net worth.
Econometric analysis.
In carrying out the econometric analysis, the Hausman test was conducted to determine whether the fixed effect or the random effect is most suitable for our regression analysis. The null and alternative hypothesis of the Hausman test is specified as follows:
H 0 = var(b) = var(B)= there is a correlated random effect, H 1 = var(b) = var(B)= there is no correlated random effect.
The null hypothesis states that there is a correlated random effect which signifies that the random effect estimates are preferred to the fixed effects estimates, while the alternative hypothesis states that there is no correlated random effect which signifies that the fixed effects estimates are preferred to those of the random effects estimates. However, the rule of thumb for the Hausman diagnostic test is that if the probability of chi 2 ˂ 0.05, then, it is significant and the null hypothesis is rejected, while the alternative hypothesis accepted, conversely, if the probability of chi 2 ˃ 0.05, then, it is not significant and the null hypothesis is accepted, while the alternative hypothesis is rejected.
Result from the Hausman test as depicted in Table  4 , shows that fixed effect method is selected, since the value of probability of chi 2 ˂ 0.05. Empirical findings from the regression analysis based on the panel data, as presented in Table 5 , reports the association between the dependent variable (LDSP) and the independent variables (EPS, BVPS, RONW).
Results of the goodness of fit test, as shown in Table 5 present an adjusted R2 value of about 0.3841. This result implies that the value of the dependent variable (last day share price) can be explained by about 38% of the independent variables. This value can be considered sufficient, because the dependent variable is also influenced by other predictors beside the variables used in this study (EPS, BVPS, RONW). Similarly, result on the F-statistic test (Fishers -test), which provides the test of the overall significance of the regression model as depicted in Table 5 presents a p-value that is less than 0.05 (i.e. p-value < 0.05) for both the Pooled OLS and Fixed Effects respectively. This outcome basically suggests clearly that simultaneously, the explanatory variables are significantly associated with the dependent variable. In other words, the Fstatistics prove the validity of the estimated models which are statistically significant. Conversely, findings from the third hypothesis, as depicted in Table 5 shows that the relationship between return on net worth (RONW) and last day share price (LDSP) is not significant. This outcome is evident in the probability value (P>|t|) for return on net worth (RONW) which is neither significant at 1%, 5%, or 10%. Hence, the study accepts the null hypothesis which states that there is no significant relationship between return on net worth and last day share price.
Empirical findings from
Conclusion
This study examined basically the value relevance of financial statements and share price in Nigeria. Findings from the study show that a significant positive relationship exists between earnings per share (EPS) and last day share price (LDSP). This, however, indicates that earnings per share have a stronger ability to explain the variation in share prices relative to book value per share. Also, it was observed that a significant negative relationship exist between book value per share (BVPS) and last day share price (LDSP) of firms listed on the Nigerian Stock Exchange. However, the relationship between return on net worth (RONW) and last day share price (LDSP) was not significant. The study, thus, recommends the need for firms to improve on the quality of earnings reported, since it had a stronger ability to explaining share prices of firm. In addition, it is expected that listed banks on the Nigerian Stock Exchange, should display their earnings per share conspicuously in their presentation to investors and analysts and also include their book value per share. This will, on the long run, assists financial analysts and other interested parties in easy determination of firm's shareprices.
Limitation of study.
Considering only the banking sector in this study is a major limitation. Hence, this study suggests that future research in this area could address this salient limitation by examining firms in other sectors of the Nigerian economy, especially the manufacturing sector.
